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Department of Defense; OPM § 9901.404 

that takes effect on the date of conver-
sion or movement. 

Subpart D—Performance 
Management 

§ 9901.401 Purpose. 
(a) This subpart establishes a per-

formance management system as au-
thorized by 5 U.S.C. 9902. 

(b) The performance management 
system established under this subpart 
is designed to promote and sustain a 
high-performance culture. The imple-
mentation and operation of the system 
will provide for the following elements: 

(1) Adherence to merit principles set 
forth in 5 U.S.C. 2301; 

(2) A fair, credible, and transparent 
employee performance appraisal sys-
tem; 

(3) A link between the performance 
management system and DoD’s stra-
tegic plan; 

(4) A means for ensuring employee in-
volvement in the design and implemen-
tation of the system; 

(5) Adequate training and retraining 
for supervisors, managers, and employ-
ees in the implementation and oper-
ation of the performance management 
system; 

(6) A process for ensuring ongoing 
performance feedback and dialogue 
among supervisors, managers, and em-
ployees throughout the appraisal pe-
riod, and setting timetables for review; 

(7) Effective safeguards to ensure 
that the management of the system is 
fair and equitable and based on em-
ployee performance; 

(8) A means for ensuring that ade-
quate agency resources are allocated 
for the design, implementation, and ad-
ministration of the performance man-
agement system; and 

(9) A pay-for-performance evaluation 
system to better link individual pay to 
performance and provide an equitable 
method for appraising and compen-
sating employees. 

§ 9901.402 Coverage. 
(a) This subpart applies to eligible 

employees and positions in the cat-
egories listed in paragraph (b) of this 
section, subject to a determination by 
the Secretary under § 9901.102. 

(b) The following employees and posi-
tions in organizational and functional 
units are eligible for coverage under 
this subpart: 

(1) Employees and positions that 
would otherwise be covered by 5 U.S.C. 
chapter 43; 

(2) Employees and positions excluded 
from chapter 43 by OPM under 5 CFR 
430.202(d) prior to the date of coverage 
of this subpart; and 

(3) Such others designated by the 
Secretary as DoD may be authorized to 
include under 5 U.S.C. 9902. 

(c) Except as provided in § 9901.408, 
this subpart does not apply to employ-
ees who have been, or are expected to 
be, employed in an NSPS position for 
less than a minimum period (as de-
scribed in § 9901.407) during a single 12- 
month period. 

§ 9901.403 Waivers. 

When a specified category or group of 
employees is covered by the perform-
ance management system established 
under this subpart, the provisions of 5 
U.S.C. chapter 43 are waived with re-
spect to that category of employees. 

§ 9901.404 Definitions. 

In this subpart— 
Appraisal means the review and eval-

uation of an employee’s performance. 
Appraisal period has the meaning 

given that term in § 9901.103. 
Competencies has the meaning given 

that term in § 9901.103. 
Contribution has the meaning given 

that term in § 9901.103. 
Contributing Factors has the meaning 

given that term in § 9901.103. 
Job Objectives has the meaning given 

that term in § 9901.103. 
Minimum period means the period of 

time during which an employee will 
perform under one or more approved 
NSPS performance plans before receiv-
ing a rating of record. 

Pay-for-performance evaluation system 
means the performance management 
system established under this subpart 
to link individual pay to performance 
and provide an equitable method for 
evaluating performance and compen-
sating employees. 

Pay Pool Manager has the meaning 
given that term in § 9901.103. 
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Pay Pool Panel has the meaning given 
that term in § 9901.103. 

Performance has the meaning given 
that term in § 9901.103. 

Performance expectations means the 
duties, responsibilities, and com-
petencies required by, or objectives as-
sociated with, an employee’s position 
and the contributions and dem-
onstrated competencies management 
expects of an employee, as described in 
§ 9901.406. 

Performance management means ap-
plying the integrated processes of set-
ting and communicating performance 
expectations, monitoring performance 
and providing feedback, developing per-
formance and addressing poor perform-
ance, and rating and rewarding per-
formance in support of the organiza-
tion’s goals and objectives. 

Performance management system means 
the policies and requirements estab-
lished under this subpart, as supple-
mented by implementing issuances, for 
setting and communicating employee 
performance expectations, monitoring 
performance and providing feedback, 
developing performance and addressing 
poor performance, and rating and re-
warding performance. It incorporates 
and operationalizes the elements set 
forth in § 9901.401(b). 

Performance Review Authority has the 
meaning given that term in § 9901.103. 

Rating official means a representative 
of management, usually the immediate 
supervisor, who evaluates and assesses 
employee performance and rec-
ommends a rating of record, share as-
signment, and payout distribution for 
review by the Pay Pool Panel. 

Rating of record has the meaning 
given that term in § 9901.103. 

Unacceptable performance has the 
meaning given that term in § 9901.103. 

§ 9901.405 Performance management 
system requirements. 

(a) The Secretary may issue imple-
menting issuances further defining a 
performance management system for 
NSPS employees, subject to the re-
quirements set forth in this subpart. 

(b) The NSPS performance manage-
ment system— 

(1) Provides for the appraisal of the 
performance of each employee annu-
ally; 

(2) Holds supervisors and managers 
accountable for effectively managing 
the performance of employees under 
their supervision as set forth in para-
graph (c) of this section; 

(3) Specifies procedures for setting 
and communicating performance ex-
pectations, monitoring performance 
and providing feedback, and devel-
oping, rating, and rewarding perform-
ance; 

(4) Specifies the criteria and proce-
dures to address the performance of 
employees who are detailed or trans-
ferred and for employees in other spe-
cial circumstances; 

(5) Provides for the following mul-
tiple rating levels: 

Rating of record Rating of record descriptor 

Level 5 ................................... Role Model. 
Level 4 ................................... Exceeds Expectations. 
Level 3 ................................... Valued Performer. 
Level 2 ................................... Fair. 
Level 1 ................................... Unacceptable. 

(6) Specifies rounding rules for aver-
age adjusted ratings as follows: 

(i) The combination of the job objec-
tive rating and the contributing factor 
assessment results in an adjusted rat-
ing for each job objective; 

(ii) The job objective adjusted ratings 
are averaged to obtain the employee’s 
raw score; 

(iii) Any objective rated as ‘‘NR’’ is 
not counted when averaging ratings; 

(iv) When the employee’s raw score 
ends with .51 or higher, the rating is 
rounded to the next higher whole num-
ber; 

(v) When the employee’s raw score 
ends with .50 or lower, the rating is 
rounded to the next lower whole num-
ber; and 

(vi) The resulting rounded score is 
the recommended rating of record. 

(c) In fulfilling the requirements of 
paragraph (b) of this section, super-
visors and managers will— 

(1) Clearly communicate performance 
expectations and hold employees re-
sponsible for accomplishing them; 

(2) Make meaningful distinctions 
among employees based on perform-
ance and contribution; 

(3) Foster and reward excellent per-
formance; 

(4) Address poor performance; and 
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